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ES™0™  sSflw  ^  Z?°V  ***  4  "ATmAL  «»«»•.  ™U  MAY 


Producers  SS  (4-S9)  —  Paid  Up 
With  640  Acres  Pooling  Provision 
STANDARD  LEASE 


PAID  UP  OIL  AND  GAS  LEASE  l^^S^S^l 
(No  Surface  Use)  ~~~~   1 

^^~^p™^5S^S  ™r  T  «  *****  Tnc    a  TffBW  Cnrpnr^  whose 

■Mfrc«=7^^  EXPLORATION  ,  ,  C ,  an  OMahoma  ton** 

WGra  prapared  by  th0  party 

T^r^™  ?F  LAND'  M°RE  °R  LESS'  BE,NG  L0TS  1-23  BLOCK  19  OUT  OF  THE  EASTRIDGE  SUBDIVISION  AN 
ADDITION  TO  THE  CITY  OF  HALTOM  CITY,  BEING  MORE  PARTICULARLY  DESCRIBED  BY  METES  AND  BOUNDS  IN  THAT 
CERTAIN  PLAT  RECORDED  IN  VOLUME  388^5,  PAGE  24  OF  THE  PLAT  RECORDS  OF  TARRANT  COUNTY,  TEXAS. 

ZZZUntY  °fIARRA^T;Stf  °f  TEXAS; C°nteinin9  9rOSS  aCreS'  m°re  °r  ,GSS  «ndudb«  an*  in,erests  therein  wnich  Lessor  «**  hereafter  acquire  by  reversion 

SSSTS  ^STS1'  X  f?^8  °f  eXPu°nn3  .!°r'.  devel°Pin9-  P'^ing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  non  hydrocarbon  substances 
S  a?nlL^D  operations).  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  other  commerciaTSS^ 

™f  STi rocarbon  gases.  addition  to  the ,  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter 
Z^.l  COnt'3"r  T  to  the  above^escribed  leased  premises,  and,  in  consideration  of  the  aforementioned  cash  bonus,  Lessor  agrSs  to 

fh™  \  T     *7  ad,drt,ona] or  ^PPlemental  installments  for  a  more  complete  or  accurate  description  of  the  land  so  covered.  For  the  purpose  of  determining 

the  amount  of  any  shut-m  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more  or  less.  °eierm,nmg 

2.  This  lease,  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  THREE  (3)  years  from  the  date  hereof,  and  for  as  long  thereafter 
as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other  liquid  hydrocarbons 
separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  TWENTY-FIVE  PERCENT  <25>%  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at 
the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 
wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing 
price)  for  production  of  similar  grade  and  gravity;  (b)  for  gas  (including  casing  head  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  TWENTY-FIVE 
EERCENT  (25)%  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  other  excise  taxes 
and  the  costs  incurred  by  Lessee  in  delivering,  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same 
field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the 
date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c)  if  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands 
pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  or  such  wells  are  waiting  on  hydraulic  fracture  stimulation, 
but  such  well  or  wells  are  either  shut-in  or  production  there  from  is  not  being  sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying 
quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut-in  or  production  there  from  is  not  being  sold  by  Lessee, 
then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease,  such  payment  to  be  made  to  Lessor  or  to  Lessor's  credit  in  the  depository  designated 
below,  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or 
production  there  from  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another 
well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or 
production.  Lessee's  failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  not  operate  to  terminate  this  lease. 

4.  All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor' s  address  above  or  its  successors, 
which  shall  be  Lessor's  depository  agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency,  or  by 
check  or  by  draft  and  such  payments  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to  the  Lessor 
at  the  last  address  known  to  Lessee  shall  constitute  proper  payment.  If  the  depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse 
to  accept  payment  hereunder,  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as  depository  agent  to  receive 
payments. 

5.  Except  as  provided  for  in  Paragraph  3.  above,  if  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole")  on  the  leased 
premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries 
pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force  it  shall 
nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring  production 
on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all  production.  If  at 
the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other 
operations  reasonably  calculated  to  obtain  or  restore  production  there  from,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with 
no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  thereafter  as 
there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of  producing  in  paying  quantities  hereunder, 
Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  circumstances 
to  (a)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the  leased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the 
leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any 
additional  wells  except  as  expressly  provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  to  any  or  all 
depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  it  necessary  or 
proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The 
unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  SO  acres  plus  a  maximum  acreage  tolerance  of  1 0%,  and  for  a  gas  well  or  a 
horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well  or  horizontal 
completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having  jurisdiction  to  do  so.  For  the  purpose 
of  the  foregoing,  the  terms  "oil  well"  and  "gas  well"  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or,  if  no  definition  is  so 
prescribed,  "oil  well"  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil  ratio  of  100,000  cubic 
feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease  separator  facilities  or  equivalent  testing 
equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross  completion  interval  in  facilities  or  equivalent  testing 
equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical 
component  thereof.  In  exercising  its  pooling  rights  hereunder,  Lessee  shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling. 
Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased  premises  shall  be  treated  as  if  it  were  production,  drilling  or 
reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the 
net  acreage  covered  by  this  lease  and  included  in  the  unit  bears  to  the  total  gross  acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit  production  is  sold  by 
Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring  right  but  not  the  obligation  to  revise  any 
unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern 
prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage  determination  made  by  such  governmental  authority.  In 
making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration  describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the 
leased  premises  is  included  in  or  excluded  from  the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter 
be  adjusted  accordingly.  In  the  absence  of  production  in  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof,  Lessee  may  terminate  the  unit  by  filing  of  record 
a  written  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

7.  If  Lessor  owns  less  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for  any  well  on  any  part 
of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full  mineral  estate  in 
such  part  of  the  leased  premises. 

3.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and  the 
rights  and  obligations  of  [he  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in  Lessor's 
ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  be  binding  on  Lessee  until  60  days 
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or 

lies 


hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  cSTo?  ^S^J^^SS^-^T    ^  ^  °f  a"y  perSon  entit,ed  to 
persons  are  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  teX  such  sl^TrStlfS  «  V    ^posrtory  debated  above,  if  at  any  time  two  or  more 
separately  ,n  proporton  to  the  interest  which  each  owns.  If  Lessi  tonS  L  intereStiS^  IT  ^ons  or  to  their  credit  in  the  depository,  either  jointly  or 
ansmg  wrth  respect  to  the  transferred  interest,  and  failure  of  the  tia^^tolaS^^S^L^  ^  ^      relieved  of  3,1  "M**"*  thereafter 

Lessee  wrth  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full? ^dSiVSeS  in  Jlr?  J°  ^nsferTed  irrter^  *»!  not  affect  the  rights  of 
pay  ortender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and?^^  ~  °0W"ed  by  ***  ,e3Se' the  0bli^on  to 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  recS  a  wl^n  rS  T  aCre3£je  ,nterest this  ,ease  tnen  he,d  bV 

fte  area  covered  by  this  lease  or  any  depths  or  zones  here  ZZed ?%TJ£l  «  ^  35  »  3  * "  °r  Undivided  interest  in  3"  or  »*  P°rti°"  «* 
If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  coveSeS^ 

m  accordance  with  the  net  acreage  interest  retained  hereunder  V'  ob'<9at<on  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced 

Primal  aSe^  ^~S^t  ^  °"  *!  ^  "  "  ^  ~  h— ■ * 

reasonably  necessary  for  such  purposes,  including  but  not  I^KSS^SSS  5?Jn5^?S    ?"dU?r*  °n  the  leaSed  premises  as  ma*  ■* 

tanks,  water  wells,  disposal  wells,  injection  wells,  pits,  electric  and  YelSoXT  mes SSL  JjlS'f  ^  COn?ruction  and  use  of  ™ds.  canals,  pipelines, 
store,  treat  and/or  transport  production.  Lessee  may  use  in  such  opSiont  KofSlSFS  cat  HZ^fST  l*"^  H2~,y  by  LeSSee  ,0  diSC0ver'  produce- 
except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing  prodSnq  or  rnaSo  fr?m  H °'  °°!er  ?ubsten08s  Produ^d  °"  the  leased  premises, 
herein  shall  apply  (a)  to  the  entire  leased  premises  described  in  ^^^IZ^SSm^JT  ^  f  *  ^  P°°,ed  therewith.  the  ancillary  rights  granted 

other  lands  in  which  Lessor  now  or  hereafter  has  author^  to  grarS ^htefo X vSr^ fiS*  - *****  ^  P3rtIaI  termination  °f  *ta  lease;  and  (b)  to  any 
writing,  Lessee  shall  bury  fe  pipelines  below  ordinary  P£  depm  on  c«  lands  ^^2lK£iSE£^9,1? T  ^  by  ^ 

premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent  and  Lessee  sS 1  ~v  ! I  £  ™  a"Y  hOUSB  °r  bam  now  on  the  ,eased 

now  on  the  leased  premises  or  such  other  lands,  and  to  commeS Ser ^^^S£r2Ti!STl^  ?  °P^Iontt0  buMn9s  and  other  improvements 
equipment  and  materials,  including  well  casing,  from  the  leased  «e^^Z^c£^L^^S^r.  f^f        ha£-the  "9l)t  *  3ny  time  to  remove  rts  fixtur^ 

11.  Lessee's  obligations  under  this  leas!,  whether  exprel SpTed  shaf  ^ 
havmg  jurisdiction  including  restrictions  on  the  drilling  an I  production  S wel£  and !«2^  of  JT^nT^^i^Uhteand  ^  °f  a"V  9overnme^'  »*horfty 
production  or  other  operations  are  prevented  or  delayed  by  such  lawT  arte?  Squlationl  or^rd^rs  o^L  InTh  .^  *    s"bstances  covered  herebY-  When  drilling,  reworking, 
water,  electricity,  fuel,  access  or  easements,  or  by  fire  flood  J^m^^^^^Z  V  ^  necessary  Permite-  shipment,  services,  material, 

obtain  a  satisfactory  market  for  production  or  Jure o fSSii^t^^lSt^^S^^  nrS  T  msm^*on'  "J        or  ,abor  di^.  or  by  inability  to 

L^T^ade ^  a^ofanJ  cSm  00  t0  'T*?™        0Ut  °f  ™*  0r  shut-in  oth™  Whle  toS2  hereunder  |I ftL^S 

operations'^'"9  anythi"9  C°ntained  l°  ^  COnta,y  in  thiS         LeSS6e  Sha"  "0t  have  any  ^te  to  ^  the  *  »e  leased  premises  for  drilling  or  other 

nr^rr  'SS^J^^^^^^TleqartSl  ^  °f  Whi°h  iS  deemed  an  ori9ir,ai  and  a"  of  which  on'y  eonsfflute  one  original. 

™ M™^A™NS:  Lessor  acknowlcdgcs  that  oil  and  gas  fcasc  payxnonts,  in  tho  form  of  rcnta!,  bonus  and  royalty,  arc  market  sensitive  and  mav 

that  Lessor  entered  mto  this  lease  without  duress  or  undue  mfluencc.  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor 
acknowledges  that  no  representat.ons  or  assurances  were  made  in  the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  terms  depending  on 
future  market  condifons.  Ne.ther  party  to  this  lease  will  seek  to  alter  the  terms  of  this  transaction  based  upon  any  differing  terms  which  Lessee  has  or  m£**ri*Z 
with  any  other  lessors/oil  and  gas  owners,  " 

SEE  EXHIBIT  "A"  ATTACHED  HERETO  AND  BY  REFERENCE  MADE  A  PART  THEREOF. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the  signatory's 
neirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 

LESSOR  (WHETHER  ONE  OR  MORE) 
Dynamic  Industries,  Inc. 

Sjgttttarag^^^^^^^   .  _^  Signature: . 


Printed  Name:  John  D.  Harvison.  Vice-President  of  Dynamic  Printed  Name: 

Industries.  Inc. 


STATE  OF  \Q^c^> 
COUNTY  OF  \OiTC^NV 


CORPORATE  ACKNOWLEDGMENT 


This  instrument  was  acknowledged  before  me  on  the 


Dynamic  Industries.  Inc.  a  Texas  corporation,  on  behalf  of  said  corporation. 


s<y"J^  ANG1E  NIX 

$8hft&  Notary  Public  State  of  Texas 
=  ^*P^=  -     My  commission  Expires 


June  12,  2012 


201 0,  by.John  D.  Harvison,  Vice-President  of 


Notary  Public,  State  of  TeifeSs 
Notary's  name  (printed): 
Notary's  commission  expires: 
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ADDENDUM 

Attached  to  and  made  a  part  of  that  certain  Oil,  Gas  and  Mineral  Lease  dated  the  15th  day  of 
December,  2010  by  and  between  Dynamic  Industrie  W.  as  Less0r  and  Chesapeake 
Exploration,  L.L.C.,  as  Lessee. 

1  It  is  agreed  and  understood  that  the  provisions  of  this  Addendum  shall  supersede  any  portion 
of  the  printed  form  of  the  Oil,  Gas  and  Mineral  Lease  to  which  it  is  attached 

2.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  surface  rights  are  bein-  wanted 
under  this  lease  and  Lessee  hereby  shall  not  have  any  rights  to  use  the  surface  of  the°leased 
premises.  Accordingly,  Lessee  shall  not  (i)  conduct  any  surface  operations  whatsoever  upon  the 
leased  premises,  (n)  place  any  personal  property,  fixtures  or  equipment  upon  the  leased  premises 
including  pipelines,  or  (iii)  enter  upon  the  leased  premises  for  any  reason  or  for  any  amount  of 
time.   Notwithstanding  the  foregoing,  this  waiver  of  surface  use  shall  not  be  construed  as  a 
waiver  of  the  rights  of  Lessee  to  utilize  the  subsurface  of  Hie  leased  premises  under  this  lease 
and  Lessee  shall  have  the  right  to  exploit,  explore  for,  develop  and  produce  oil,  gas  and  other 
covered  minerals  under  this  lease  from  wells  from  surface  locations  off  the  leased  premises 
including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights 
associated  with  instruments  other  than  this  lease.  Lessee  is  hereby  granted  permission  to  acquire 
seismic  data  over  the  leased  premises,  but  Lessee  shall  not  have  any  surface  rights  whatsoever. 

3.  It  is  agreed  between  the  Lessor  and  Lessee  that,  notwithstanding  any  language  herein  to  the 
contrary,  all  oil,  gas  or  other  proceeds  accruing  to  the  Lessor  under  this  lease  or  by  state  law  shall 
be  without  deduction  for  the  cost  of  producing,  gathering,  storing,  separating,  treating, 
dehydrating,  compressing,  processing,  transporting,  and  marketing  the  oil,  gas  and  other  products 
produced  hereunder  to  transform  the  product  into  marketable  form;  however,  any  such  costs 
incurred  on  an  unaffiliated  interstate  or  intrastate  gas  pipeline  which  result  in  enhancing  the 
value  of  the  marketable  oil,  gas  or  other  products  to  receive  a  better  price  may  be  deducted  from 
Lessor's  share  of  production  so  long  as  they  are  based  on  Lessee's  actual  cost  of  such 
enhancements.  An  unaffiliated  party  shall  be  defined  as  a  party  in  which  neither  Lessee,  nor  any 
of  its  subsidiaries,  affiliates  or  officers  own  direct  or  indirect  interest  in  excess  of  ten  percent 
(10%).  F 

4.  Notwithstanding  anything  contained  herein  to  the  contrary,  it  is  expressly  agreed  and 
understood  that,  in  the  event  that  Lessee  elects  to  pool  or  unitize  and  unitizes  any  of  the  leased 
premises,  then  all  the  leased  premises  will  be  included  in  such  pool  or  unit. 

5.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil 
and  gas"  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent 
elements  produced  through  a  well  bore. 

6.  Lessee  agrees  to  indemnify  and  hold  Lessor  harmless  from  any  and  all  liability,  damages, 
reasonable  attorney's  fees,  expenses,  causes  of  action,  suits,  claims  or  judgments  of  any  kind  or 
character  for  injury  to  persons  or  property  caused  by  Lessee's  operations  on  the  subject  land. 

7.  It  is  expressly  agreed  and  understood  that  at  the  end  of  the  primary  term  herein  or  the 
expiration  of  the  operations,  additional  drilling,  reworking  and  continuous  development 
provisions  of  this  Lease,  whichever  is  later,  this  Lease  shall  terminate  as  to  all  depths  one 
hundred  (100)  feet  below  the  stratigraphic  equivalent  of  the  base  of  the  deepest  producing 
formation  (or  formation  capable  of  producing  in  paying  quantities)  of  any  well  located  upon  the 
lease  premises  or  on  lands  pooled  therewith. 

8.  Notwithstanding  Section  15  of  the  Oil,  Gas  and  Mineral  Lease  to  which  this  Addendum  is 
attached,  Lessor  hereby  warrants  and  agrees  to  defend  the  title  to  the  Leased  Premises,  but  only 
as  against  the  lawful  claims  and  demands  of  all  parties  claiming  by,  through  and  under  Lessor, 
but  not  otherwise. 

9.  Lessee  shall  not  assign,  cede,  sublease,  or  otherwise  transfer  this  lease,  in  whole  or  in  part, 
nor  any  interest  therein,  in  whole  or  in  part,  nor  enter  into  any  other  agreement  whereby  any 
party  other  than  Lessee  acquires  any  interest  in  the  leased  premises  without  the  written  consent 
of  Lessor  being  first  obtained  which  shall  not  be  unreasonably  withheld;  however,  any 


Page  5  of  5 


assignment  of  this  Lease  m  terms  of  working  interests  to  partners  (including  Total  E&P  USA 
to a),  officers,  Sectors  and  subsidiaries  of  Chesapeake  Exploration,  LLC.  may  be 
wrthout  such  consent  so  long  as  the  aggregate  working  interest  in  this  Lease  conveyed  by  aU 
assrgnments  does  not  exceed  a  fifty-one  percent  (51%)  working  interest  and  only  Lessee 
remains  operator  of  record  Any  such  assignment  of  this  leaseln  whole  or  in  part  shail  nol 
release  he  ongmal  named  Lessee  herein  from  any  damages,  liabilities  or  obligations  attributable 

nrior  to  ^  %  TmS,     ^  °r  lnCUITed  in  connection  actions  or  inactions  of  Lessee 

pnor  to  the  effective  date  of  such  assignment.  And  all  assignments  by  Lessee  must  require  the 
assignee  to  assume  all  of  Lessee' s  obligations  under  this  lease. 


Lessor(s) 

DYNAMIC  INDUSTRIES,  INC. 


D.  Harvison,  Vice  President 


